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Little appears to be known about the financial support which parents give to 
adult children in Australia. The qualitative researcher Hugh Mackay in 1997 
suggested that the baby boomer generation believes that children should be 

given a sound education, but that parents should enjoy the fruits of their labours 
themselves in their later years.

Mackay also argued the baby boom generation has been particularly selfish.

Financial gifts from parents to children amount to large sums indeed in the wealthier 
industrialised nations. For example, it has been estimated that in the US parents give 
about $49 billion each year to their children and leave about $155 billion in bequests 
when they die (Economist, 1998).

Intergenerational transfers are the bases for both increased investment activity and 
consumption among the recipient generation.

A preliminary investigation into parental financial support was conducted as part of 
a survey on attitudes to saving of people in two federal electorates.

Questions were asked about respondents’ attitudes to the support of their children 
during post-secondary study, whether they themselves were so supported and 
whether they believed adult children should be given other financial support.

An Overview Of PArentAl finAnciAl AssistAnce
In 1936 John Maynard Keynes explored possible motives for people to forego the 
pleasures of immediate consumption in order to save for the future or for future 
generations and said that it was generally understood that the bulk of financial 
accumulations would eventually be bequeathed to future generations.

In 1954 some researchers developed the life cycle hypothesis (LCH) as an explanation 
of the increased saving observed in middle age and dissaving in later years. These 
researchers suggested that accumulation purely for distribution to heirs is not a 
popular motive. These findings sparked a spate of savings behaviour research and 
debate as to whether wealth accumulation is primarily the result of life cycle saving 
or intergenerational transfers.
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In 1981 two researchers claimed that the bulk of wealth 
accumulation results from intergenerational transfers and that life 
cycle saving accounted for only 20 per cent of wealth, while the 
remainder stemmed from transfers.

One researcher in 1988 suggested that parents and children may 
form an incomplete annuities market, where parents’ longevity 
risk is shared with children. Parents in these cases implicitly 
agree to transfer their assets at death to their children in return 
for support by the children if they live longer than expected.

In 1994 other researchers produced an interesting study which 
used data from the 1983-86 US Survey of Consumer Finances. 
They found that intended transfers, such as gifts from parents to 
adult children living in a separate household, are the source of at 
least 20 per cent of individuals’ wealth in the US. They also 
estimated that bequests account for an additional 31 per cent of 
net worth and that inter vivos transfers are about half the magnitude 
of bequests made post-mortem.

Additionally, these researchers found that 10 per cent of 
households reported giving at least US$3,000 to other 
households during the three-year study period.

About 75 per cent of the reported transfers were from parents to 
children and 11 per cent from grandparents to grandchildren.

The probability of giving a major gift rose steadily with the age 
of the head of the household and peaked at 16 per cent among 
55-64 years olds. The probability of receiving a major gift was 
highest with 9 per cent for the 35-44 years old group.

Givers were found to be generally older than the average of the 
sample and to have higher incomes, higher net worth and a 
higher education.

Recipients were younger than average and also had higher levels 
of income, higher net worth and higher education. They were 
less likely to have children.

In 1999 a researcher explored reasons for parental gift-giving and 
found that parents tend to give, on the one hand, equal bequests 
to their children but, on the other hand, inter vivos transfers in 
accordance with perceived need on the part of the children.

The researcher suggested that the taxation of inheritances 
prompted many parents to give monetary gifts prematurely in 
order to avoid death duties. (At the time, up to US$10,000 
could be given tax-free to any other person each year.)

In support of this argument, the author found older parents with 
assets greater than the tax-free threshold were twice as likely to 
give gifts whilst alive than younger and less wealthy parents. An 
alternative explanation is, of course, that these parents felt they 
had less need of the wealth themselves.

Finally in 1997 one researcher investigated whether 
intergenerational transfers were prompted by altruism on the 
part of the parents or motives of exchange.

Do children supply care and attention to ageing parents because 
such attention increases the happiness of the parents and thus 
gives the children consequent utility, or do children supply 
care and attention because failure to do so would mean 
disinheritance?

Using data from the US National Long-Term Care Survey, 
these authors found the evidence does not generally indicate 
that children’s care of parents is prompted by strategic 
bequest motives.

A review of pertinent literature would not be complete without 
a brief mention of generational accounting. While not being 
directly concerned with parental financial assistance, generational 
accounting is, however, pertinent to this topic in that the 
methodology is concerned with the relative burdens of support 
of the public purse on various generations.

An estimated generational account for a given year cohort is the 
present value of the average remaining lifetime payments to the 
government (taxes) net of benefits received by way of social 
security payments and such education and health benefits which 
can be traced to specific age cohorts.

Policy relating to retirement incomes can have substantial effects 
on the relative treatment of different generations by government 
and evidently government in setting policy is aware of this 
economic, ethical and political issue.

The giving of financial gifts by parents, thus decreasing their 
wealth and ability to generate retirement incomes, and the 
receiving of gifts by children, if the receipts dampen (or indeed 
encourage) the inclinations to save for their own retirement 
years, are directly related to the relative generational public cost/
support issue through the effects on the need for that support.

reseArch MethOd
A sample survey was conducted of residents of two electorates in 
Australia, Bradfield and Groom.

The electorates were selected after taking into account the work 
of two researchers at the Australian Parliamentary Library who 
constructed four indices to summarise various aspects of 
prevailing socio-economic conditions.

The four indices covered socio-economic advantage, socio-
economic disadvantage (with different variables), economic 
resources, and education and occupation.

The index of socio-economic advantage, for example, included 
such indicators as high incomes, professional occupations, 
tertiary education, owned dwellings, large houses and ownership 
of motor vehicles.

The index of socio-economic disadvantage included 
opposite indicators plus the incidence of unemployment and 
one-parent families.

Bradfield, a Sydney north of the Harbour electorate, was selected 
because it is the most advantaged electorate in Australia.

On all indices, it enjoyed top ranking. (Strictly, in the case of the 
index of disadvantage, it achieved the bottom ranking.) Hence, 
it is fertile country for research on attitudes to accumulation and 
use of savings and wealth and to investigate if there are differences 
in behaviour of the well-off and less well-off.

Groom, which covers the area of the city of Toowoomba and west 
into the rural Darling Downs in Queensland, is a median electorate 
which has a cross-section of well-off and less affluent residents. 

A sample was selected randomly from the electoral rolls of the 
two electorates. Australian federal electorates are currently 
designed so that the number of electors averages about 80,000.

Three to four hundred completed responses would be necessary to 
have confidence in the results. Mindful of the low response rates 
achieved in postal surveys of the general public, it was decided that 
1,250 questionnaires should be posted to each electorate.
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It is estimated that on average an 80,000 person electoral roll 
should contain about 8 per cent or about 6,500 incorrect names 
at the end of a six month period because electors move in to and 
others move out from each electorate and the crude death rate.

Systematic selection ensured electors from all parts of the 
electorates, wealthy and lesser areas and, where applicable, rural 
areas had an equal chance of selection.

Of the 2 500 questionnaires posted, 160 were returned marked 
‘died last …’, ‘left address’ or ‘not known at this address’. A total of 
379 completed forms (16.2 per cent) were received from the first 
mailing and a further 232 (9.9 per cent) from the second mailing, 
an overall apparent response of 26.1 per cent. Because some of the 
undeliverable mail may have been discarded rather than returned, 
the real response rate may have been a little higher.

testing fOr rePresentAtiveness Of 
POPulAtiOn And nOn-resPOnse BiAs
Data on demographic characteristics are available by electorate 
in Australia from the then latest census (1996).

Sample data could thus be compared with relevant census data. 
Age, education and income were thought a priori to affect 
savings behaviour.

Population data and the corresponding values from the sample 
of respondents are provided in Table 1.

There were significant differences in education status for the 
samples from both electorates and for the age structure for the 
Groom sample, but the age structure for the Bradfield sample is 
not significantly different from that of the Census population.

There is no difference between the groups with respect to 
reported household income.

Because the aim of this research is to investigate the behaviour 
of savers and home owners, the bias towards better educated 
people and away from younger members of the community may 
not be of great importance, especially in view of the apparently 
non-biased income distribution in the sample.

The demographic characteristics of those who responded to the 
first and second mailings are compared to throw some light on 
the characteristics on non-respondents. These tests indicate that 
early respondents were more likely to enjoy higher incomes, but 
the groups could not be differentiated on the basis of other 
demographic characteristics.

Hence, non-respondents may have lower incomes and less 
capacity to save.

finAnciAl AssistAnce fOr Adult children
Respondents were asked whether they thought children older 
than 25 years should be given lumps sums occasionally for other 
than educational expenses. A total of 246 (41.6 per cent) thought 
they should be given financial support (these are referred to as 
the F group below) and 346 (58.4 per cent) thought not (NF 
group). Demographic characteristics of these two groups of 
respondents are compared in Table 2 using Chi-squared tests.

On the basis of this analysis, there were no significant differences 
in characteristics between the groups, with the exception of 
education and occupation.

Respondents with primary or mid-secondary education were 
disproportionately over-represented in the NF group and under-
represented in the F group.

Conversely, graduates favoured supporting their children 
financially.

Table 1.   Population and sample values for selected characteristics – Bradfield and Groom electorates

Electorate  Characteristic Population (%) at Census 1996 Sample %

Bradfield Age structure 18–24 years 14 12 
  25–44 years 30 28 
  45–64 years 36 40 
  >64 years 20 21

 Household income Low (<$26 000pa) 13 12 
  High (>$78 000pa) 47 49

 Qualifications none 49 21 
  trade 10 23 
  tertiary 41 56

Groom Age structure 18–24 years 16 12 
  25–44 years 39 35 
  45–64 years 27 34 
  >64 years 17 18

 Household income Low (<$26 000pa) 35 31 
  High (>$78 000pa) 8 10

 Qualifications none 74 53 
  trade 12 30 
  tertiary 14 17
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Unskilled or semi-skilled workers did not favour financially 
supporting adult children, while people in professional occupations 
strongly favoured such support. Interestingly, the two groups 
could not be differentiated on the basis of income or wealth.

Hence, financial support by the higher educated and by 
professional workers is not shown to be merely a matter of 
income or wealth, and thus opportunity to support their 
children, but a matter of belief. Age as a determinant is obviously 
related to other demographic characteristics.

Respondents with children older than 18 years were asked if 
children aged 17-24 years should be supported financially by 
their parents during their post-secondary education.

This question was restricted to people who had such children to 
try to ensure the responses were genuine beliefs and not 
hypothetical thoughts.

A total of 293 people responded to this question, with 253 
(86.3 per cent) in favour.

Statistical testing of the demographic characteristics of these two 
groups (F group in favour and NF against) suggested education, 
occupation, income and wealth to be determinant factors.

As might be expected, people with primary and lower secondary 
education were over-represented in the NF group and those with 
post-secondary education were under-represented in this group.

Unskilled or semi-skilled workers did not favour supporting 
children through post-secondary study, while people in 
professional occupations strongly favoured such support. People 
with the lowest income range were against educational support, 
while people with incomes above $50,000 were in favour.

Wealth was also found to be a statistically significant determinant 
of support. 

Respondents were asked what form they thought support of 
their children through post-secondary study should take. A total 
of 617 responses were obtained.

The most popular response was accommodation at home, 
food and transport (40 per cent), followed by accommodation 
elsewhere, food and transport (31 per cent), texts and study 
materials (19 per cent) and cash support for other expenses 
(9.5 per cent).

Respondents were asked if they had been supported during such 
study.

Table 2.  Demographic characteristics of respondents grouped by attitude to financial support

Characteristic Category F group NF group

Sex Male 126 152 
 Female 120 194

Composition of household One person 48 68 
 Family with dependants 115 154 
 Couple, no dependants 80 122

Age 18–24 years 19 52 
 25–44 years 81 106 
 45–64 years 92 126 
 65–74 years 33 32 
 >74 19 30

Education Mid-secondary or lower 39 111 
 Final secondary (aged 17) 34 48 
 Trade or diploma 58 81 
 Tertiary degree 62 66 
 Post-graduate 49 38

Occupation Retired or unemployed 87 105 
 Semi-skilled 16 53 
 Admin./middle manager 30 48 
 Manager 22 37 
 Tradesperson 16 25 
 Professional 74 80

Annual Income < $30 000 61 103 
 $30 000–$50 000 49 80 
 $50 000–$70 000 34 52 
 $70 000–$100 000 35 45 
 $100 000–$150 000 25 31 
 >$150 000 31 27

Wealth <$50 000 61 106 
 $50 000–$100 000 16 30 
 $100 000–$300 000 42 73 
 $300 000–$500 000 28 31 
 >$500 000 86 93

* The probability of observed frequencies is obtained using a two-tailed Fisher exact test.
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A total of 375 respondents were supported in some way, 95 were 
not and 260 did not undertake any post-secondary studies.

The most common support was financial help with texts and 
study materials (34 per cent).

This suggests that at least some of these respondents were then 
living away from home, because it would be unusual for parents 
to help with texts but not help with (charge for) accommodation.

An issue which has been raised anecdotally is the reluctant 
financial support given by one parent to children in response to 
strong representations made by the other parent. The data was 
analysed for evidence of support having been given in the face 
of philosophical opposition by one partner.

Of the 346 respondents who indicated they were against such 
gifts, 85 recorded that they had indeed granted such requests.

In order to throw some light on the attributes of this group (NY 
group), their demographic characteristics were tested against 
those who indicated they were both in favour and had made 
such gifts (YY group).

As indicated in Table 4, only education is statistically significant 
as a determinant of the different behaviour of the two groups.

There is a negative relationship between level of education and 
the apparently contrary behaviour. That is, people with primary 
and lower secondary education are over-represented and 
graduates are under-represented in the group which had given 
support against their philosophical beliefs.

Males are over-represented in the group which had given 
support against their philosophical beliefs and females under-
represented. This phenomenon may stem from males normally 
having greater personal wealth than females in our society, or 
perhaps males acquiescing to their partner’s wishes in the interests 
of connubial bliss.

A question of interest to economists is whether intergenerational 
transfers or the prospects of receiving such gifts affect the 
behaviour of recipients. Respondents were asked whether they 
had received lump sum financial assistance from their parents 
when the recipients were older than 25 years.

Of 571 respondents who answered this question, 171 (30 per cent) 
had received such help.

Did the help alter their consumption or savings ratios? Of the 
171 recipients, 147 (86 per cent) said they were savers, and of 
the 400 non-recipients, 313 (78 per cent) were savers.

Table 3.  Demographic characteristics of respondents by attitude to educational support

Characteristic Category F group NF group

Sex Male 130 22 
 Female 123 18

Composition of household One person 25 5 
 Family with dependants 100 13 
 Couple, no dependants 126 21

Age 25–44 years 17 2 
 45–64 years 150 29 
 65–74 years 50 4 
 >74 34 5

Education Mid-secondary or lower 75 26 
 Final secondary (aged 17) 21 4 
 Trade or diploma 69 6 
 Tertiary degree 54 1 
 Post-graduate 30 2

Occupation Retired or unemployed 109 20 
 Semi-skilled 19 8 
 Admin./middle manager 33 4 
 Manager 26 4 
 Tradesperson 9 1 
 Professional 57 3

Annual Income < $30 000 59 22 
 $30 000–$50 000 59 9 
 $50 000–$70 000 42 5 
 $70 000–$100 000 36 3 
 $100 000–$150 000 24 1 
 >$150 000 22 0

Wealth <$50 000 43 16 
 $50 000–$100 000 18 6 
 $100 000–$300 000 46 8 
 $300 000–$500 000 27 3 
 >$500 000 100 6
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People who receive financial support from parents are more likely 
to be savers than non-recipients. The demographic characteristics 
of the two groups, the savers and the non-savers among recipients, 
are compared and the only statistically significant difference 
between the groups is income. Non-savers disproportionately 
reported low household annual incomes of <$30 000.

cOnclusiOns
Supporting adult children with monetary gifts, either for 
education or for other purposes, in Australia appears to be closely 
linked to the education levels of the parents.

The higher the education of the parents, the greater the likelihood 
they will be willing to give money to their adult children.

However, higher education is likely to be a proxy for a set of 
determinants of this behaviour. These could be, for example, 
ability to see the wider picture, a decrease in selfishness or 
smaller material needs. The issue requires further behavioural 
economics research. 

That support for intergenerational transfers separate from 
education expenses appears to be unrelated to income and 
wealth levels is interesting.

This reinforces the view that such support comes from strong 
philosophical belief which in turn stems from determinants yet 
to be identified. Financial incentives for behaviour are attractive 
to most people.

However, there is little motivation to make such transfers in 
Australia for taxation minimisation, because there are no death 
duties per se. There is, however, a perceived incentive for some 
people to reduce assets in order to be able to qualify for some 
social security benefits.

Current policy has anticipated this. Social security legislation 
allows recipients to dispose of assets to the extent of up to 
$10,000 in each financial year or up to $30,000 in any five 
consecutive financial years without affecting their benefits. Gifts 
in excess of this amount are discouraged by inclusion in assessable 
assets for a period of five years.

Belief in assisting children with the payment of some of the 
expenses of education is related to education, occupation, 
income and wealth. To some extent, all those characteristics are 
related to each other, and it is readily understandable that people 
with higher education desire their children to have the highest 
education that they are capable of attaining.

Table 4.  Demographic characteristics of respondents grouped according to contrary (NY) and consistent (YY) belief and behaviour

Characteristic Category NY group YY group

Sex Male 55 51 
 Female 30 47

Composition of household One person 10 15 
 Family with dependants 20 23 
 Couple, no dependants 53 60

Age 25–44 years 2 0 
 45–64 years 47 51 
 65–74 years 17 30 
 >74 19 17

Education Mid-secondary or lower 37 22 
 Final secondary (aged 17) 7 12 
 Trade or diploma 19 26 
 Tertiary degree 12 22 
 Post-graduate 9 16

Occupation Retired or unemployed 46 60 
 Semi-skilled 9 3 
 Admin./middle manager 10 10 
 Manager 8 4 
 Tradesperson 2 1 
 Professional 10 19

Annual Income < $30 000 34 28 
 $30 000–$50 000 17 22 
 $50 000–$70 000 15 15 
 $70 000–$100 000 8 9 
 $100 000–$150 000 3 11 
 >$150 000 5 7

Wealth <$50 000 15 19 
 $50 000–$100 000 7 4 
 $100 000–$300 000 20 20 
 $300 000–$500 000 9 8 
 >$500 000 29 41
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While the level of education is positively related to the belief in 
both general and educational support, education is inversely 
related to the giving of monetary gifts by people who do not 
believe in doing so.

Thus, among people who do not philosophically support such 
transfers, gifts have actually been given disproportionately by 
people with lower education levels.

People with higher education have been more successful in 
withstanding whatever pressure has been applied and denying 
such gifts.

Do intergenerational transfers to adult children lead to profligate 
offspring?

The results of this research suggest the opposite. Recipients of 
such gifts were more likely to be savers than not.

However, the savers reported significantly higher incomes than 
the non-savers, so this factor clouds the picture regarding the 
effects on economic behaviour of receipt of financial support.

More research is required on these interesting issues to link 
behaviour and policy development. For example, if financial 
support from within the family so influences savings behaviour 
of recipients that they are able to finance their retirements 
independently of government, then intergenerational demands 
of government will be more equitable. 


